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Operating results ($ million except e.p.s.) 
Sales 
Earnings from operations (EBIT) (1) 
EBITDA (2) 
Net earnings (1) 
Net earnings per share (1) 


Investments and assets ($ million) 
Investments in property, plant and equipment 
Business acquisition 
Total assets 


Financial position 
Total debt to equity (3) 
Net return on opening equity (1) 
Return on opening invested capital (1)(4) 


37.8% 
22.6% 
22.7% 


SHE’) 
384.7 
49.2% 


e976 
18.1% 


HIGHLIGHTS 


44.7 
338.4 
58.1% 


19.6% 
19:27 


Net Earnings (1): Ten-year compound average growth rate ("“CAGR") 13.9% 
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(1) Comparative amounts have been restated for goodwill amortization to conform to the current year’s presentation. 


(2) EBITDA (earnings before interest, tax, depreciation and amortization) is not a recognized measure under Canadian GAAP. 
Management believes that in addition to net earnings, EBITDA is a useful supplemental measure as it provides investors with an 
indication of cash available for distribution prior to debt service, capital expenditures and income taxes. Investors should be cautioned, 
however, that EBITDA should not be construed as an alternative to net earnings determined in accordance with GAAP as an indicator of 
the Company’s performance. The Company’s method of calculating EBITDA may differ from other companies, and, accordingly, EBITDA 


may not be comparable to measures used by other companies. 
(3) Total debt is defined as long-term debt plus bank indebtedness less cash. 


(4) Return is defined as EBIT and invested capital is defined as the sum of total debt, minority interest, net future income tax liability, 
shareholders’ equity, accumulated goodwill amortization, accumulated after-tax restructuring expenses, less long-term income tax 


receivable. 
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We did not achieve our earnings target in 2003 and consequently for the first time in six years we are unable to 
report a new net earnings record. Our major businesses, modified atmosphere packaging, rigid containers and 
heat seal lids each generated results above our expectations, while poor performance in specialty films and 
traditional converting offset the gains by those businesses. Lower margins were experienced for most products, 
especially during the first half of the year, as raw material prices accelerated more quickly than the market allowed 
us to respond with higher selling prices. However, the most significant factor in the net earnings decline was the 
dramatic devaluation of the U.S. dollar. In establishing our 2003 target, we had anticipated a moderate weakening 
of the U.S. dollar but did not foresee a decline of 17.7 percent. 


Net earnings in 2003 of $34.8 million, or $5.36 per share, were 19.6 percent below results reported in the prior 
year. Had the rate of exchange between the U.S. and Canadian dollars in 2002 and 2003 reflected the average 
rate in 2003 of 1.413, net earnings would have increased by 5.7 percent. The substantial benefit of volume 
advances by modified atmosphere and rigid & lids products were largely offset by higher raw material costs and 
the poor performance of two businesses. 


Sales of $513.3 million were 4.5 percent greater than achieved in 2002. The acquisition in September 2002 more 
than accounts for the year-over-year increase. However, if the exchange rate in 2002 had mirrored the rate in the 
current year, the sales increase would have been 13.6 percent, or 7.6 percent when the contribution by the 2002 
acquisition is eliminated. This increase is within the target of four to six percent above market growth established 
as our longer-term goal for organic growth. 


Due to exchange rate volatility in 2003, the most appropriate reporting currency for Winpak was the subject of a 
detailed analysis. Approximately 80 percent of the Company’s business is generated in U.S. dollars, and 
consequently, the Board of Directors announced January 5, 2004 that Winpak will report in U.S. dollars 
commencing with fiscal 2004. The change will substantially improve the transparency of the Company’s financial 
results by reducing volatility due to 
fluctuating exchange rates between the 


U.S. Dollar Reporting 
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Net earnings, restated to eliminate 
goodwill amortization in 1999, 2000 
and 2001, and further restated for U.S. dollar reporting, grew at a compound average rate of 19.6 percent during 
the four years ended December 31, 2003. Restated net earnings in 2003 of U.S. $29.7 million, or U.S. $4.57 per 
share, represents an increase of 6.5 percent over the restated U.S. $27.9 million, or U.S. $4.29 per share, in 2002. 
This dramatic difference between U.S. and Canadian dollar reporting for 2003 and 2002 reflects the significant 
impact of foreign exchange on reported results. When reporting in U.S. dollars, exchange rate fluctuations will 
continue to affect reported results, but the impact will be substantially less volatile. However, it should be 
emphasized that the weakened U.S. dollar caused margins to decline. Margins will decline further with any 
additional weakening of the U.S. dollar. This reality is irrespective of the reporting currency selected. 
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Since Winpak’s inception, exemplary 
growth in sales and net earnings has 
been driven by investments in 
technology. The development of 
advanced production know-how has 
facilitated the introduction of new, 
higher-margin products, improved 
quality and lowered the cost of existing 
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U.S. Dollar Reporting 
Comparable net earnings per share: Four-year CAGR 19.6% 
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million has been invested to advance 
production technology and increase 
capacity. In 2004, a further investment of $64.0 million is planned that will again increase capacity and provide the 
opportunity to introduce new products that will continue to propel earnings. These expenditures will ensure that 
the Company’s position as a low-cost manufacturer of quality packaging materials is maintained. We anticipate 
continued market share gains with annual volume growth of 7 to 10 percent annually. 


Investments in plant and equipment, an acquisition in 2002 and the payment of dividends have been financed by 
cash flow from operations. Furthermore, total debt was reduced by $2.9 million and $24.6 million in 2003 and 
2002, respectively. Total debt, as a percent of shareholders’ equity, declined to 27.7 percent as at December 31, 
2003. The Company's strong financial position provides a firm foundation to aggressively pursue both internal and 
external growth opportunities. 


Considering all that occurred, 2003 was a success. The year also marked another significant milestone in 
Winpak’s relatively short history. The Company surpassed the plateau of a half-billion Canadian dollar sales, while 
simultaneously reaching measures of profitability and financial strength that set the standard among principal 
industry competitors. This was accomplished under the leadership of Bob Lavery, President & CEO of Winpak 
since the Company’s inception in 1977. After 26 great years at the helm, Bob retired on December 31, 2003, 
leaving a legacy of his determination and vision. On behalf of Winpak’s Board of Directors, shareholders and 
employees, we sincerely thank Bob for his invaluable contribution to the Company’s success. Bob will remain as 
an active member of the Board and thereby provide a key resource to the new management team. 


Looking forward to 2004, we anticipate organic growth exceeding that of 2003 as the capital expenditures made 
during 2003 and 2004 add capacity and provide new technology for product development. However, margins are 
expected to decline due to a further year-over-year depreciation of the U.S. dollar. Additional pressure on margins 
is expected from intensified price competition. Consequently, net earnings in 2004, which will be reported in U.S. 
dollars, are expected to only modestly exceed the 2003 level. Cost savings during the next two years are 
expected to address much of the margin decline. Future investments in carefully selected plant and equipment as 
well as acquisitions will be directed towards high-margin products. We remain confident that EBIT will, in the 
longer term, grow at a compound annual rate of 9 to 15 percent. 


Mn ir 


A. Aarnio-Wihuri 
Chairman of the Board 


B.J. Berry 
President and Chief Executive Officer 


Winnipeg, Canada 
February 16, 2004 
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Certain statements made in the following Management's Discussion and Analysis contain forward-looking statements including, but not limited to, 
statements concerning possible or assumed future results of operations of the Company. Forward-looking statements represent the Company's 
intentions, plans, expectations and beliefs, and are not guarantees of future performance. Such forward-looking statements represent our current 
views based on information as at the date of this report. They involve risks, uncertainties and assumptions and the Company's actual results could 
differ, which in some cases may be material, from those anticipated in these forward-looking statements. Unless otherwise required by applicable 
securities law, we disclaim any intention or obligation to publicly update or revise this information, whether as a result of new information, future 
events or otherwise. The Company cautions investors not to place undue reliance upon forward-looking statements. 


The following discussion and analysis dated February 16, 2004 was prepared by management and should be read 
in conjunction with the Consolidated Financial Statements. 


Summar y of Financial Results Millions of Canadian dollars, except per share data 
2003 2002 2001 
Sales 513.3 491.1 453.8 
Net earnings (Adjusted for goodwill amortization in 2001) 34.8 43.3 29.5 
Net earnings per share (Adjusted for goodwill amortization in 2001) 5.36 6.66 4.53 
Dividends declared per common share 0.60 0.50 0.40 
Total assets 400.0 413.9 384.7 
Total debt (Long-term debt less cash) 67.8 85.9 94.0 


Summary of Performance 

The greatest single factor affecting financial results across all facets of operations in 2003 was the dramatic 
devaluation of the U.S. dollar, the Company’s principal operating currency. Net earnings, impacted by the 
negative effect of the currency devaluation, decreased by 19.6 percent compared to the prior year. To facilitate a 
comparison of current operating results with the 2002 performance, proforma results for 2002 and 2003 were 
calculated by translating all U.S. dollar denominated transactions into Canadian dollars using the 2003 average 
exchange rate of 1.413. On this basis, net earnings in 2003 were 5.7 percent higher than the excellent results 
reported in the prior year. 


Notwithstanding the U.S. dollar devaluation, operations in 2003 incorporated notable successes and 
disappointments, which from a financial perspective largely offset each other. Sales of rigid containers and lids 
exceeded expectations, including the contribution by the lidding business acquired in 2002. These operating units 
improved efficiencies and a significant portion of raw material cost increases were recovered through higher 
selling prices. These achievements significantly elevated sales and net earnings for rigid containers and lids, 
despite the poor performance of the drink cup product line. 


Composite results from the flexible business unit were poor despite elements of encouraging performance. On 
the positive side, shipments of modified atmosphere packaging materials (MAP) increased considerably. This was 
a superb accomplishment considering the operating unit simultaneously contended with capacity constraints and a 
new computer system. However, the particularly poor results from the traditional converting business, the sudden 
decline of earnings in the specialty films business, and production inefficiencies at a high-barrier plant more than 
counteracted additional EBIT emanating from the higher volumes of MAP products. Sales of certain converted 
and specialty film products fell significantly short of expectations, generally due to price competition and industry 
consolidations. 


The machinery business performed very well in 2003. The development and successful marketing in the current 
year of a new line of packaging machines continued to increase sales and earnings. 
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Results of Operations 


Sales 

2003 2002 2001 
($ millions) 
Volume increase 27.4 2010 8.6 
Acquisition 27.0 14.5 - 
Price and mix gains (reductions) 7.0 (4.1) 8.0 
Foreign exchange gain (loss) 39.2 6.4 14.6 
Total increase in sales 22.2 Sine oP 


Consolidated sales increased by 4.5 percent in 2003. However, sales were 13.6 percent higher when excluding 
the effect of the U.S. dollar devaluation. The sales upsurge comprised 6.0 percent arising from the September 6, 
2002 lidding acquisition, 1.5 percent price and mix gains, and 6.1 percent pure organic growth. Once again, sales 
were enhanced by the Company's ongoing program to invest in facilities and advanced manufacturing technology 
aimed at growth-oriented, profitable product lines. 


Several product categories were remarkably successful in 2003. Sales of high-barrier products exceeded 2002 
volumes by 18.8 percent. Capacity added in prior years facilitated additional sales, particularly of high-barrier 
laminations for stand-up pouches, bacon, pizza, cheese and fresh red meat. Sales of heat seal lids increased by 
54.6 percent compared to the prior year including the higher than expected output from the acquired business. 
Shipments of die cut foil lids for yogurt containers were particularly robust. Rigid containers for condiments sold 
well and furthermore, sales of thermoformed polypropylene containers established a new high for the fifth 
consecutive year. 


The machinery business again increased sales in 2003, due largely to the new line of servo-driven, high-speed, 
vertical filling machines. Furthermore, for the first time in two years, this business closed the year with a healthy 
order backlog. 


The greater sales volumes in the current year were achieved despite lower sales of certain product categories. 
Converted products such as coffee bags, pharmaceutical laminates, certain co-extruded films and drink cups 
suffered from competitive pricing pressure and customer consolidations. These are price sensitive markets where 
Winpak’s superior product performance and service are not always fully valued by the customer. Furthermore, 
sales of popcorn bags were lower in 2003 due to a more diverse food offering and lower attendance at cinemas. 


Changes in prices and product mix increased sales by $7.0 million. Selling prices were increased in an attempt to 
offset higher raw material costs. Price increases for rigid containers were facilitated by a concentration of price 
indexing contracts. On the contrary, customers of commodity products such as drink cups, popcorn bags and 
certain traditional converter products were particularly resistant to price increases. In addition, certain Canadian 
customers of high-barrier and commodity products resisted price increases based on the devaluation of the U.S. 
dollar and the fact that product from U.S. suppliers had become cheaper. A portion of the additional revenues 
from price increases was offset by an unfavourable product mix. 


The Canadian dollar strengthened significantly against the U.S. dollar to an annual average exchange rate of 
1.413, compared to an average of 1.572 in 2002. The 10.1 percent devaluation of the average exchange rate 
decreased sales in 2003 by $39.2 million. 
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Margins 

Manufacturing and operating costs, excluding depreciation and amortization, were $414.5 million, or 80.8 percent 
of sales, compared to $383.6 million, or 78.1 percent of sales in 2002. The margin decline of 2.7 percentage 
points was more than accounted for by increased material costs and the devaluation of the U.S. dollar. Earnings 
from operations (EBIT), measured as a percentage of sales, decreased by 3.1 percentage points. The following 
chart provides detail regarding costs and expenses presented as a percentage of sales. 


Costs and expenses as a percentage of sales 


2003 2002 2001 
Sales 100.0 100.0 100.0 
Manufacturing costs 
Materials 42.7 39a 41.9 
Processing (1) 27.4 26.6 26.7 
Total manufacturing costs 70.1 66.3 68.6 
Gross profit 29.9 33.7 31.4 
Expenses 
Operating (2) 14.6 15.8 16.6 
Research and technical 2.1 19 PEA 
Pre-production 0.2 0.2 0.6 
Amortization (3) 0.8 O5) 0.4 
Earnings from operations (EBIT) 12.2 a Nene) Vat 


(1) Includes depreciation on manufacturing machinery and equipment. 
(2) Includes selling, distribution, general and administration. 
(3) Includes amortization of intangible assets and purchase price assigned to equipment in excess of book value. 


Approximately 2.3 percentage points of the decrease in EBIT margin was a result of the devaluation of the U.S. 
dollar during 2003. Canadian dollar costs and expenses exceed revenues in Canadian dollars and therefore, 
when the average value of the U.S. dollar depreciated by 10.1 percent year-over-year against the Canadian dollar, 
total costs and expenses increased as a percentage of total sales. The Company anticipates that the average 
value of the U.S. dollar will decline a further 5 to 8 percent in 2004, resulting in a lower EBIT margin of between 
0.4 and 0.7 percentage points. 


The remaining 0.8 percentage point decline in EBIT margin occurred as material costs increased, partly offset by 
lower relative processing costs and other expenses. Material costs spiked 3.0 percentage points, or 2.6 
percentage points when excluding the effect of exchange. Raw material prices increased in the first and second 
quarters and a substantial pass-through of higher material costs took effect in the second half of the year. In 
addition, costs as a percentage of sales increased due to changes in product mix. The Company does not 
anticipate significant fluctuations in raw material prices in 2004. 


Processing costs as a percentage of sales were lower in 2003 when the effect of the U.S. dollar devaluation is 
excluded. The growth of sales was greater than the increase in processing costs, despite higher depreciation and 
the additional costs incurred due to production inefficiencies. The Company expects that additional production 
capacity becoming available in the first quarter of 2004 and other improvements in production efficiency will lower 
processing costs in the forthcoming year. 
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In 2003, operating expenses, as a percentage of sales, declined by 1.3 percentage points when the effect of the 
U.S. dollar devaluation is excluded. Savings included reduced selling and other expenses as well as a drop in 
management incentives triggered by lower EBIT in 2003. These costs are expected to increase in 2004, but 
should not have any noticeable effect on the EBIT margin. 


The Company continues to expense, as incurred, all research and technical expenditures as well as costs 
necessary to commercialize major new manufacturing equipment. Research costs are reduced by government 
tax credits earned. In the absence of certain exceptional tax credits earned in the prior two years, research and 
technical expenses increased in the current year. 


The amortization of intangible assets and purchase price valuations relating to acquired assets increased to $4.3 
million from $2.7 million in the prior year. The increase is due to the full-year effect of amortizing intangibles 
acquired on September 6, 2002. Depreciation increased in 2003 as plant and equipment installed in 2002 and 
2003 became fully commercial. 


Interest, taxation and minority interest 

Interest expense declined by $1.6 million. Compared to the prior year, the declining level of long-term debt 
combined with a lower interest rate reduced interest expense. In addition, interest expense declined further due to 
the devaluation of the U.S. dollar, as debt and interest expense is denominated in U.S. dollars. 


The effective rate of income tax increased by 1.8 percentage points, caused primarily by certain foreign exchange 
losses that were not deductible in Canada. Earnings attributable to the minority shareholder increased as a result 


of higher net earnings by American Biaxis Inc. 


Summary of quarterly results (thousands, except per share data) 


2003 2002 
Sales Net earnings Sales Net earnings 
Quarter ended Amount Amount Per Share Amount Amount Per Share 
March 31 126,221 8,066 1.24 109,752 9,079 1.40 
June 30 134,885 9,368 1.44 119,566 (heer Eee 
September 30 120,993 6,058 0.93 123,151 11,546 1.78 
December 31 ASI TOL 11,319 AED 138,598 11418 TA 
513,286 34,811 5.36 491,067 43,280 6.66 


Various factors affect timing of the Company's earnings during the course of a year. Seasonal factors typically 
contribute to stronger sales and net earnings in the second and fourth quarters compared to the first and third 
quarters. Factors influencing seasonal trends are the higher demand for certain food products in advance of the 
summer season and the greater number of holidays in the fourth quarter. During the third quarter, sales and 
earnings are typically low due to reduced order levels and plant maintenance shutdowns scheduled to coincide 
with the summer. Sudden and substantial changes in the rate of exchange between the U.S. and Canadian 
dollars from one quarter to another will cause sales and net earnings to vary contrary to the historic trend. 
Similarly, sudden and significant changes in raw material costs from one quarter to another can be expected to 
increase or decrease net earnings in a manner that does not conform to the normal pattern. 


Certain additional factors affected the comparison of quarterly results during the last two years. Effective 
September 6, 2002, the Company completed an acquisition, which provided incremental sales and earnings from 
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that date and in particular causing sales in the third and fourth quarters of 2002 to increase more than the normal 
historic pattern would suggest. Counter to historic trends, results in the third quarter of 2002 were particularly 
strong. An unusual occurrence in 2003 was the exceptionally low level of machine sales in the third quarter and 
the unusually high machine sales volume in the fourth quarter. 


Capital Resources, Cash Flow and Liquidity 


Operating activities 

Cash flow, before the change in working capital, was $70.0 million, or $4.3 million lower than in 2002. The 
decrease was associated with the reduced net earnings of $8.5 million, partly offset by an increase of $4.2 million 
in non-cash items including depreciation and amortization. The cash requirement for working capital increased by 
$25.0 million, and for pension plans and postretirement benefits, by $2.2 million. Additional working capital was 
required for inventory to better facilitate timely customer deliveries, support increased production levels and fund 
the higher raw material cost component of inventories and accounts receivable. Accounts payable declined due to 
increased income tax installments in 2003 following the high taxable earnings in 2002 and increased rebates from 
suppliers generated by higher shipments. The deposit of $7.1 million with the Canada Customs and Revenue 
Agency regarding a dispute over transfer-pricing methodology remained outstanding as at December 31, 2003. 
However, since that date the Competent Authority of Canada and the U.S.A. has settled the matter and a portion 
of the deposit will be returned during 2004. The financial statements as at December 31, 2003 contain adequate 
income tax provision to offset any deposit not refunded. 


Financing activities 
Cash flow from operating activities of $45.2 million was entirely used to fund capital expenditures, pay dividends 
and repay debt. Debt repayments totaled $2.9 million, according to the availability of free cash flow. 


After consistently paying a quarterly dividend of ten cents per share for many years, effective October 15, 2002, 
the Company increased the quarterly dividend to fifteen cents per share. Based on the December 31, 2003 
closing price of $100.00 for Winpak shares, the yield was 0.6 percent. 


Investing activities 

Net expenditures for plant and equipment were $38.6 million, nearly double the $20.5 million spent in 2002. 
Expenditures for building enhancements and the initial stage of a major plant expansion totaled $3.0 million. 
Manufacturing equipment added during the year for capacity expansion, with a total cost of $25.6 million, included 
three extrusion lines and conversion equipment such as printing presses, a thermoformer and bag/pouch-making 
machines. A number of packaging machines were built and leased to customers as part of a system that 
combines packaging materials. Expenditures for ongoing equipment enhancements were for efficiency 
improvements, safety, protection or extension of the life of equipment and for new information technology. 
Investments in equipment enhancements and packaging machines totaled $10.0 million. Over the long term, 
Winpak’s expenditures for equipment enhancements have averaged approximately 2 percent of sales. 


In 2004, expenditures for property, plant and equipment are planned to increase by approximately 70 percent, 
including $11 million committed in 2003 regarding the major plant expansion project. These capital expenditures 
are for facility expansions, additional extrusion equipment, printing capacity, bag/pouch-making machines, 
packaging machines for lease, and other equipment enhancements. Consequently, a greater increase in 
depreciation is expected in 2004 than in 2003. 
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Contractual obligations Payment due, by period 
Total 1 year 2-3 years 4-5years After 5 years 
Long-term debt 70,200 - 39,000 - 31,200 
Operating leases 95307 2,812 3,684 1,858 1,003 
Purchase obligations 1A GS. 175163 - - - 
otal contractual obligations 96,720 ECW AS 42,684 1,858 32,203 


Financial instruments 

The Company regularly monitors interest rates and takes action, when appropriate, by using derivative contracts 
and other financial instruments to minimize the risk associated with interest rate fluctuations. Winpak may employ 
hedging programs to minimize foreign exchange risks associated with changes in the value of the U.S. dollar 
relative to the Canadian dollar. To the extent possible, the Company maximizes natural hedging by matching 
inflows from sales in U.S. dollars with outflows of costs and expenses denominated in the same currency. A 
portion of the remaining exposure may be mitigated by entering into forward and option contracts. Despite the 
methods employed to manage the interest rate and foreign currency risk, future fluctuations in interest rates and 
exchange rates can be expected to affect Winpak’s net earnings. 


The Company's interest rate policy is to fix interest rates on one third to two thirds of long-term debt outstanding. 
With respect to foreign currency, the Company will not hedge more than one third of the net exposure. A 
significant portion of long-term debt bears a fixed interest rate and when combined with the relatively low level of 
debt as at December 31, 2003, the Company has little exposure to changing interest rates. On the other hand, the 
Company’s financial results are significantly exposed to fluctuations of foreign exchange. A significant portion of 
the Company's U.S. dollar inflows are naturally hedged against outflows of the same currency. However, while 
currency hedging programs may mitigate a portion of the remaining exposure to the fluctuating value of foreign 
currencies, the Company’s financial results over the long term will inevitably be affected by significant changes in 
the value of the U.S. dollar. While reporting in Canadian dollars, the Company estimated that for each movement 
of one Canadian cent in the exchange rate against the U.S. dollar, net earnings changed by six cents per share. 


The Company is not aware of an effective derivatives market that mitigates fluctuations in raw material costs and 
consequently, the Company’s net earnings are affected by changing raw material prices. However, selling prices 
are generally adjusted as a response to changes in material costs. 


During 2003, foreign currency forward contracts entered into during 2002 matured and consequent to the 
devaluation of the U.S. dollar, the Company realized exchange gains of $765. No foreign currency contracts were 
entered into during the current year. An interest rate swap contract for US$5 million, entered into in 2000, matures 
in August 2005. No interest rate swap instruments were entered into during 2003. In 2001, the Company 
completed a debt placement for US$30 million, which remains outstanding. The purpose of the placement was to 
secure additional sources of funding for major investments such as acquisitions, broaden the borrowing base and 
fix a portion of interest rates. 


Resources 

Acquisitions and investments to drive organic growth can be significant and may require substantial financial 
resources. A range of funding alternatives are available including cash flow provided by operations, additional 
debt, the issuance of equity or a combination thereof. The Company believes that should the need arise a new 
issue of Winpak stock would be supported by the financial community and at least 50 percent of any new issue 
would be subscribed to by the majority shareholder. The Company is comfortable with a debt-to-equity ratio of 50 
percent and should a particularly attractive investment opportunity arise, an increase to approximately 100 percent 
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would be contemplated. Under the terms of bank credit facilities currently in place, all revolving debt is long-term, 
although the Company retains the right to repay, without penalty, amounts of revolving term debt as deemed 
appropriate. The Company has determined that current credit facilities, which include unsecured operating lines of 
US$27 million, are adequate. Of the total facility, US$43 million (or its Canadian equivalent, $55.9 million) was 
unused as at December 31, 2003. The Company believes additional credit can be arranged as the need arises. 
All capital expenditure and working capital requirements can be financed from cash provided by operating 
activities and unused credit facilities. Furthermore, the Company has remained well within all debt covenants and 
foresees no change in 2004. 


As at December 31, 2003, total debt (defined as interest bearing debt less cash) declined to 27.7 percent of 
shareholders’ equity, compared to 37.8 percent a year earlier. The moderate debt level and Winpak’s credit 
worthiness allow the Company to enjoy relatively low interest rates on debt outstanding. Unless an acquisition 
occurs, the Company predicts that after considering capital expenditures planned for 2004, total debt as a 
percentage of shareholders’ equity will decline slightly to approximately 25 percent by December 31, 2004. 


Critical Accounting Estimates 
The Company believes the following accounting estimates are critical to determining and understanding the 
operating results and the financial position of the Company. 


Allowance for doubtful accounts. The Company estimates accounts receivable allowances for potential losses 
resulting from the inability of customers to make required payments. Additional allowances may be required if the 
financial condition of any customer deteriorates. 


Allowance for inventory obsolescence. The Company estimates inventory obsolescence allowances for potential 
losses resulting from inventory that cannot be processed and/or sold to customers. Additional allowances may be 
required if the physical condition of inventory deteriorates or customer requirements change. 


Impairment of long-lived assets. On an ongoing basis, the Company estimates the useful life of long-lived assets 
such as plant, equipment and intangible assets. The carrying amount of these assets is determined by providing 
depreciation and amortization based on the estimated useful life of each asset. The Company periodically reviews 
these assets whenever events or changes in circumstances indicate that the useful life, and therefore carrying 
amount of an asset, may not be appropriate and an adjustment to depreciation or amortization may be required. 
In accordance with GAAP, goodwill is reviewed for possible impairment at least annually. Assumptions and 
estimates used in the determination of possible impairment losses, such as future cash flows, may affect the 
carrying value of goodwill and require an impairment expense. 


Contingencies and litigation. On an ongoing basis, the Company assesses the potential liability regarding any 
lawsuit or claim brought against the Company. Management uses its best judgment to determine potential costs. 
In assessing probable losses, the Company makes estimates of the amount of possible insurance recoveries. 
The Company accrues a liability when a loss becomes probable and the amount of the loss can be reasonably 
estimated. Due to the inherent uncertainties relating to the eventual outcome of litigation and potential insurance 
recovery, certain matters could ultimately be resolved for amounts materially different to provisions or disclosures 
previously made by the Company. 


Other 
Additional information relating to the Company is available on SEDAR at www.sedar.com, including the Annual 
Information Form dated February 16, 2004. 
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Looking Forward 


Comparative Data 

On January 5, 2004, Winpak announced that, commencing the first quarter of 2004, the Company will report 
financial results in U.S. dollars instead of Canadian dollars. Utilizing the U.S. dollar as the reporting currency will 
improve the transparency of Winpak’s financial reporting by significantly reducing the volatility of financial results 
due to exchange rate fluctuations between the Canadian and U.S. dollars. 


In the discussion that follows under “guidance”, certain forward looking information will be provided. Financial data 
will be denominated in U.S. dollars, the Company’s reporting currency for 2004 and beyond. In order to facilitate 
comparisons of these forward looking statements with historic results, the Company has restated into U.S. dollars 
comparative consolidated financial information for five years prior to 2004. The restatement has been prepared in 
accordance with Canadian GAAP, which requires that the restated financial statements for prior periods reflect 
results that would have been reported had the Company always reported in U.S. dollars. Winpak will report actual 
results in U.S. dollars beginning with the first quarter of 2004 and those results will be compared to the restated 
historic results set out on the opposite page. 


When the 2003 financial statements are restated to reflect U.S. dollar reporting, the effect of foreign exchange is 
significantly less than was reported in Canadian dollars. Accordingly, the manufacturing margin of 20.8 percent 
and the EBIT margin of 13.8 percent in 2003 were lower than the comparable margins in 2002 due to reasons 
other than foreign exchange. However, net earnings climbed 6.5 percent to US$4.57 per share as a result of 
higher volumes partially offset by factors discussed earlier in this analysis. 


Guidance 

In 2004 the Company anticipates a modest improvement in economic conditions in North America. No significant 
change in interest rates are anticipated and raw material prices are expected to remain relatively stable. The year- 
over-year average value of the U.S. dollar against the Canadian dollar is expected to decline further, with a 
consequential margin reduction of 0.4 to 0.7 percentage points. Ongoing pressure on margins is projected in both 
Canada and the United States due to continued price competition, which may intensify in Canada with a further 
decline of the U.S. dollar. 


Winpak expects 2004 volume growth of between six to ten percent. Margin improvements are anticipated as cost 
savings are realized. Unfortunately, greater price competition in 2004 is expected to erode net earnings. 
Consequently, only a slight improvement in net earnings reported in U.S. dollars is anticipated in 2004. An early 
recovery by the traditional converting business would generate unanticipated additional net earnings. The switch 
to U.S. dollar reporting does not change the underlying reality that the stronger Canadian dollar reduces margins. 


Capital expenditures planned for 2004 of approximately US$48 million demonstrate confidence that net earnings 
should continue to grow organically through strategic investments. Emphasis continues to be placed on 
investments that focus on margin improvement and net earnings enhancement. There are many opportunities for 
growth and the Company's target for a compound growth rate of EBIT over the next five years remains at nine to 
fifteen percent. 
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Summary of quarterly results in U.S. dollars (thousands, except per share data) 


Amount 


Sales 
Quarter ended Amount 
March 31 82,648 
June 30 93,939 
September 30 88,167 
December 31 98,522 
363,276 


29,697 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


2003 


Net earnings 
Per Share 


7,354 
8,769 
4,399 
SEATED) 


1.13 
130: 
0.68 
1.41 


4.57 


Sales 


Amount 


68,722 
76,602 
78,901 
88,165 


SZ 390 


2002 


Net earnings 


Amount 


5,666 
8,923 
6,654 
6,656 


AGES) 


Per Share 


0.87 
Lor 
d208 
1.02 


4.29 


Five-year consolidated financial information in U.S. dollars (thousands, except per share data) 


EARNINGS STATEMENT DATA 


Sales 


Costs and expenses 
Manufacturing and operating 
Depreciation and amortization (1) 
Research and technical 
Pre-production 
Restructuring 


Earnings from operations (EBIT) 
Interest 


Earnings before income taxes and minority interest 


Provision for income taxes 
Minority interest 


Net earnings (1) 
Net earnings per common share (1) 
Total assets 


Long-term debt 
Shareholders' equity 


(1) Amounts in 2001 and prior years have been restated for goodwill amortization to conform with the current year's presentation. 


2002 


2001 


2000 


363,276 


287,545 
17,452 
7,583 
957, 


312,390 


243,626 
14,166 
5,912 
626 


1,285 


293,899 


241,303 
12,666 
6,087 
1,699 


10,135 
778 


203,934 
13,541 
6,404 
1,208 
1,440 


307,833 
54,000 
188,690 
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27,899 
4.29 
261,908 


56,000 
143,900 


16,911 


2.60 


241,875 
71,245 
117,624 


219;502 
58,300 
109,155 


W/ REPORTING 


Management’s Report to the Shareholders 


The accompanying consolidated financial statements, management's discussion and analysis (“MD&A”) and other information in the 
Annual Report are the responsibility of management. The financial statements have been prepared by management and include the 
selection of appropriate accounting principles, judgments and estimates necessary to prepare these statements in accordance with 
Canadian generally accepted accounting principles. The MD&A and financial information contained in this Annual Report are consistent 
with the financial statements. 


To provide reasonable assurance that assets are safeguarded and that relevant and reliable financial information is being reported, 
management has developed and maintains a system of internal controls. An integral part of the system is the requirement that employees 
maintain the highest standard of ethics in their activities. Business reviews and internal audits are performed by corporate executives and 
an internal audit team to evaluate internal controls, systems and procedures. 


The Board of Directors, acting through the Audit Committee composed solely of independent directors, is responsible for determining that 
management fulfills its responsibilities in the preparation of financial statements and MD&A, and in the financial control of operations. The 
Audit Committee recommends to the shareholders the appointment of the independent auditors. The Audit Committee meets regularly 
with financial management and the independent auditors to discuss internal controls, auditing matters and financial reporting issues and 
reports its findings to the Board. The Audit Committee reviews the consolidated financial statements, MD&A and material financial 
announcements with management and the external auditors prior to submission to the Board for approval. 


The consolidated financial statements have been audited on behalf of the shareholders by the independent external auditors, 
PricewaterhouseCoopers LLP, whose report follows. 


B.J. Berry M.G. Johnston 

President and Chief Executive Officer Vice President and Chief Financial Officer 
Winnipeg, Canada Winnipeg, Canada 

January 30, 2004 January 30, 2004 


Auditors’ Report to the Shareholders 


We have audited the consolidated balance sheets of Winpak Ltd. as at December 31, 2003 and 2002 and the consolidated statements of 
earnings and retained earnings and cash flows for the years then ended. These financial statements are the responsibility of the 
Company’s management. Our responsibility is to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we plan and 
perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement 
presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the Company as at 
December 31, 2003 and 2002 and the results of its operations and its cash flows for the years then ended in accordance with Canadian 
generally accepted accounting principles. 


Pricsoatcteunlonps fei 
Chartered Accountants 


Winnipeg, Canada 
January 30, 2004 
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W\V4 CONSOLIDATED STATEMENTS OF EARNINGS 
AND RETAINED EARNINGS 


Years ended December 31, 2003 and 2002 
(thousands of CDN dollars, except per share amounts) 


2003 2002 
Sales 513,286 491,067 
Costs and Expenses 
Manufacturing and operating 414,458 383,576 
Depreciation and amortization (note 5) 24,659 22,267 
Research and technical 10,702 9,295 
Pre-production 787 985 
Earnings from operations 62,680 74,944 
Interest (note 9 : 3,595 5,168 
Earnings before income taxes and minority interest 59,085 69,776 
Provision for income taxes (note 10) 21,809 24,477 
Minority interest 2,465 2,019 
Net earnings 34,811 43,280 
Retained earnings, beginning of year 173,938 133,908 
Net earnings 34,811 43,280 
Dividends declared 3,900 3,250 
Retained earnings, end of year 204,849 173,938 
Basic and fully diluted earnings per share 5.36 6.66 
Average number of shares outstanding (000's) 6,500 6,500 


See accompanying notes to consolidated financial statements. 


‘4 | 
W CONSOLIDATED BALANCE SHEETS 


December 31, 2003 and 2002 
(thousands of CDN dollars) 


2003 2002 
Assets 
Current assets: 

Cash 2,398 2,985 

Accounts receivable 58,839 61,879 

Inventories 72,793 69,654 

Future income taxes (note 10) 2,992 4,087 

Prepaid expenses 2,311 2,819 

139,333 141,024 
Property, plant and equipment (note 6) 210,852 211,734 
Other assets (note 7) 11,303 13,048 
Intangible assets (note 8) 18,297 25,470 
Goodwill (note 8) 20,216 22,593 

400,001 413,869 
Liabilities and Shareholders' Equity 
Current liabilities: 

Accounts payable and accrued liabilities 29,716 45,831 
Long-term debt (note 9) 70,200 88,480 
Deferred credits 8,731 8,593 
Future income taxes (note 10) 31,933 27,081 
Postretirement benefits (note 11) 1,162 S002 

141,742 1735330 
Minority interest 13,068 TAS 
Shareholders’ equity: 

Share capital (note 12) 44,669 44.669 

Retained earnings 204,849 173,938 

Cumulative currency translation adjustments (4,327) 4 8,188 

245,191 227,395 
400,001 413,869 


See accompanying notes to consolidated financial statements. 


On behalf of the Board: 
ZL Me Director 
1 C, (ZL. Director 
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‘4 
W CONSOLIDATED STATEMENTS OF CASH FLOWS 


Years ended December 31, 2003 and 2002 
(thousands of CDN dollars) 


2003 2002 
Cash provided by (used in): 
Operating activities: 
Net earnings 34,811 43,280 
Items not involving cash: 
Depreciation and amortization 24,659 22,267 
Pension plan and postretirement benefits 2,144 2,098 
Future income taxes 6,275 AS 
Minority interest 2,465 2,019 
Other (384) 282 
Cash flow from operating activities before change in working capital 69,970 74,263 
Change in working capital: 
Accounts receivable (1,051) 1,265 
Inventories (8,813) 2,413 
Prepaid expenses 254 (525) 
Accounts payable and accrued liabilities (12,559) (356) 
Pension plan and postretirement benefits payments (2,572) (352) 
45,229 76,708 


Investing activities: 
Acquisition of property, plant and equipment (38,616) (20,548) 


Business acquisition (note 4) - (41,246) 
(38,616) (61,794) 
Financing activities: 
Proceeds from long-term debt - 40,560 
Repayments of long-term debt (2,900) (65,125) 
Dividends paid (3,900) (2,925) 
(6,800) (27,490) 
Decrease in cash (187) (12,576) 
Cash, end of year 2,398 2,585 
Supplemental disclosure of cash flow information: 
Cash paid during the year for: 
Interest expense 4,253 5,799 
Income tax expense 24,596 17,654 


See accompanying notes to consolidated financial statements. 


‘4 
s\\ NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(thousands of CDN dollars, unless otherwise indicated) 


te 


General: 


Winpak Ltd. is incorporated under the Canada Business Corporations Act. The Company manufactures and distributes high-quality 
packaging materials and innovative packaging machines that are sold in combination with packaging materials. The Company's 
products are used primarily for the protection of perishable foods, beverages, pharmaceuticals and in medical applications. 


Significant accounting policies: 


(a) Principles of consolidation: 
The consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries as well as the 
majority ownership of American Biaxis Inc. All inter-company balances and transactions have been eliminated. 


(b) Revenue recognition: 
Sales are recognized upon shipment of products according to the customer's instructions and when title passes to the customer. 


(c) Inventories: 
Inventories are stated at the lower of cost (first-in, first-out method) and net realizable value. 


(d) Property, plant and equipment: 
Property, plant and equipment are recorded at cost. Depreciation is computed using the straight-line method over the estimated 
useful lives of the assets, commencing the date the assets are transferred into commercial production, as follows: 


Buildings 20 - 40 years 
Equipment 4-15 years 
Filling machines 3- 5years 


(e) Pre-production costs: 
Pre-production costs relating to major expansion projects are expensed in the period in which the costs are incurred. 


(f) Goodwill: 
The excess cost of acquisitions over the underlying value of the net assets, including intangible assets, at the date of acquisition is 
recorded as goodwill. Goodwill is subject to annual impairment tests and will be written down to fair value if a decline in value is 
considered to be permanent based upon expected discounted cash flows of the respective subsidiary. 


As at December 31, 2003 and 2002, the impairment tests were performed on the goodwill remaining on the Company’s balance 
sheet and it was concluded that no provision for impairment was required. 


(g) Intangible assets: 
Intangible assets are recorded at the discounted value of future cash flows of the assets at the date of acquisition. Amortization is 
provided for all intangible assets using the straight-line method over the estimated useful lives of the assets as follows: 


Patents 8-17 years 
Customer related 10 years 
Marketing related 5-10 years 


The carrying value of intangible assets is reviewed periodically for impairment based upon expected discounted cash flows over 
the remaining useful lives of the intangible assets. Intangible assets will be written down to their net recoverable amount by a 
charge to amortization expense if a decline in value is identified. 


(h) Research and technical costs: 
Research and technical costs are expensed in the period in which the costs are incurred. Related tax credits are recorded to 
reduce these costs when it is determined there is reasonable assurance the tax claims will be realized. 


(i) Deferred credits: 
Investment tax credits for plant and equipment are amortized on a straight-line basis over the useful life of the related asset. 
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‘4 
W NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(i) 


Employee benefit plans: 

The pension expense for defined benefit plans is determined by actuarial valuations of pension plan assets and obligations. A 
market discount rate is used to measure the benefit obligation. Pension plan assets are measured at market values as at the 
year-end date. Current service costs are charged to earnings as they accrue. Past service costs, plan amendments, changes in 
assumptions and the cumulative unrecognized net actuarial gains and losses in excess of 10% of the greater of the projected 
benefit obligation or the market value of plan assets are amortized to earnings on a straight-line basis over the expected average 
remaining service lives (11-19 years) of plan members. The pension expense for defined contribution plans is the annual funding 
contribution by the Company. 


One of the Company's subsidiaries provides certain health care benefits for employees at retirement. The Company also 
maintains a non-contributory supplementary income plan for Canadian based executives. The costs of these postretirement 
benefits are recorded on an accrual basis as determined by actuarial valuations. 


(k) Income taxes: 


(!) 


The Company uses the asset and liability method of accounting for income taxes. Future income tax assets and liabilities are 
recognized for future consequences attributable to differences between the financial statement carrying amounts of existing assets 
and liabilities and their respective tax bases. Future income tax assets and liabilities are measured using the substantively 
enacted income tax rates expected to apply when the asset is realized or the liability is settled. The effect of changes in income 
tax rates is recognized in the period in which the rate-change is considered substantively enacted. When necessary, a valuation 
allowance is recorded to reduce future income tax assets to an amount that will more likely than not be realized. 


Foreign currency translation: 

Assets and liabilities of self-sustaining subsidiaries denominated in United States dollars are translated into Canadian dollars at 
the year-end exchange rate. Sales, costs and expenses are translated at the average exchange rate for the year. Unrealized 
exchange gains or losses on the net investment in self-sustaining subsidiaries are deferred and included in cumulative currency 
translation adjustments in shareholders’ equity. 


The net assets of the United States dollar denominated self-sustaining subsidiaries hedge United States dollar long-term debt in 
Canada. Foreign exchange gains and losses on translation of this hedged long-term debt are included in cumulative currency 
translation adjustments in shareholders’ equity. 


Monetary assets and liabilities of foreign integrated operations are translated at the year-end exchange rate while other assets 
and depreciation and amortization expense are translated at the exchange rate in effect when the related assets were acquired. 
Sales, costs and expenses are translated at the average exchange rate for the year. Exchange gains and losses on translation 
are included in operating results. 


(m) Financial instruments: 


The Company may use certain derivative financial instruments to manage risks of fluctuation in interest rates and foreign 
exchange rates. The Company does not engage in the trading of these derivative financial instruments for profit. The Company 
may enter into interest rate swap agreements in order to fix interest rates on certain portions of its long-term debt. The Company 
may enter into foreign currency forward and option (floor and cap) contracts to limit exposure on certain portions of future U.S. 
dollar cash inflows. These instruments are not recognized in the consolidated financial statements upon inception. Payments and 
receipts under interest rate swap agreements are recognized as adjustments to interest expense on long-term debt. The future 
U.S. dollar net cash inflows subject to hedging are recognized at the exchange rates of the underlying foreign exchange contracts 
at maturity. 


The Company is exposed to credit risk from its customers primarily in relation to accounts receivable. This risk is minimized by 


the Company's diverse customer base. The Company performs regular credit assessments of its customers and provides 
allowances for potentially uncollectable accounts receivable. 


We 


XA 
Ww NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(n) Use of estimates: 
The preparation of financial statements in accordance with generally accepted accounting principles requires management to 
make estimates, including the estimated useful lives of various assets, and assumptions that affect the reported amounts of 
certain assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the 
reported amounts of certain sales and expenses during the year. Actual results could differ from these estimates. 


3. New accounting pronouncements: 


Disclosure of guarantees: 
In 2003, the CICA issued Accounting Guideline No. 14 on financial statement disclosures to be made by a guarantor relative to its 
obligations to make any payments under the guarantees (Note 15). 


Hedging relationships: 

In 2002, the CICA issued Accounting Guideline No. 13 to be applied to hedging relationships in effect for fiscal years beginning after 
July 1, 2003. The guideline addresses the identification, designation, documentation and effectiveness of the hedging relationships 
for purpose of applying hedge accounting. Under this guideline, documentation of information related to hedging relationships is 
required and effectiveness of the hedges must be demonstrated. In addition, the guideline addresses the discontinuance of hedge 
accounting relationships. The Company has reviewed the guideline and does not expect these recommendations to have an impact 
on the consolidated financial statements upon adoption in 2004. 


4, Business acquisition: 


Effective September 6, 2002, the Company acquired the net operating assets of fp Webkote, a division of Fleming Packaging 
Corporation, now operating as Winpak Heat Seal Corporation (WHSC). WHSC is an industry leader in the development and 
manufacture of die-cut lids for the dairy, food, beverage and pharmaceutical industries. The Company financed the $41,246 
acquisition cost with long-term bank debt. 


The acquisition was accounted for by the purchase method and the results of operations have been included in the financial 
statements from the date of acquisition. The amounts for goodwill and intangible assets will be amortized for tax purposes according 
to US income tax legislation. 


The fair value of the net assets acquired as at the date of acquisition were as follows: 


Net current assets 5310 
Equipment 4,967 

Intangible assets 
Customer related 16,724 
Marketing related 6,550 
Goodwill 7,630 
41,246 


The asset purchase agreement required that a portion of the acquisition price be placed into escrow for various periods of up to two 
years from the date of acquisition. As at December 31, 2003, a balance remained in escrow. Any monies the Company may receive 
will reduce the values assigned to acquired assets, intangible assets or goodwill. 


5. Depreciation and amortization: 


2003 2002 

Depreciation of plant and equipment 20,392 9°59 
Amortization of purchase price assigned to equipment in excess of book value 1,383 1,279 
Amortization of intangible assets 2,884 1,397 
24,659 22,267 
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4 
W NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


The Company will amortize the excess purchase price assigned to equipment in excess of book value and the intangible assets over 
various periods ending over the next eleven years. The aggregate remaining amortization for these assets is as follows: 


2004 2005 2006 2007 2008 2009 2010-2014 


Amortization 3,673 Zole2 2,963 2,740 2,080 1,704 4,611 


6. Property, plant and equipment: 


2003 Accumulated 2003 2002 Accumulated 2002 
Cost depreciation Net Cost depreciation Net 
Land 4,457 - 4,457 4,818 - 4818 
Buildings 55,054 11,459 43,595 57,076 10,684 46,392 
Equipment 275,122 123,313 151,809 270,186 118,034 152,152 
Filling machines 44,454 38,706 5,748 52,453 44,081 8,372 
Expansion in progress 5,243 - 5,243 - - - 
384,330 173,478 210,852 384,533 172,799 211,734 

7. Other assets: 
2003 2002 
Accrued pension asset (note 11) 2,988 4,216 
Income tax credits recoverable 1,256 Aes 
Income tax receivable (note 17 7,059 7,059 
11,303 13,048 


One of the Company’s subsidiaries has income tax credits carried forward to reduce future income taxes payable. These income tax 
credits expire if not utilized by 2006, 2007, 2008, 2009 and 2010 in the amounts of $980, $56, $38, $14 and $168 respectively. 


8. Intangible assets and Goodwill: 


2003 Accumulated 2003 2002 Accumulated 2002 
Cost amortization Net Cost amortization Net 
Patents YA IZ 3,318 1,899 6,341 BIDS0 2,808 
Customer related 13,938 1,322 12,616 16,939 565 16,374 
Marketing related 5,458 1,676 3,782 6,635 347 6,288 


Intangible assets 24,613 6,316 18,297 29,915 4,445 25,470 
Goodwill: The difference in the carrying value of goodwill year-over-year relates to the change in foreign exchange rates. 
9. Long-term debt: 
The Company’s lending arrangements with its Canadian bank consist of a committed, unsecured $45,000 U.S. or its CDN equivalent 
of $58,500 (2002 — $45,000 U.S., $71,100 CDN) revolving term facility which, at the option of the lender, is extendible annually and if 
not extended will be converted into a seven-year, revolving/reducing, term facility for any non-extended portion. 
As at December 31, 2003, $24,000 U.S. or its CDN equivalent of $31,200 (2002 - $26,000 U.S., $41,080 CDN) of the revolving facility 


was utilized. The interest rates on long-term bank debt are floating at the London Inter-Bank Offering Rate (LIBOR) plus 0.50%. At 
December 31, 2003, the Company had an interest rate swap agreement of $5,000 U.S. (2002-$5,000 U.S.) as disclosed in Note 13. 
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‘4 
W NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


The Company has a $30,000 U.S. or its CDN equivalent of $39,000 (2002 - $30,000 U.S., $47,400 CDN) private placement of senior 
unsecured five-year notes that mature in August 2006 and bear a fixed interest rate of 6.56%, payable semi-annually. The notes are 
redeemable earlier, at the option of the Company, at amounts based on the present value of the remaining payments from the date of 
the redemption to the original date of maturity at adjusted market rates of interest. The senior unsecured notes rank pari passu with 
the above-noted revolving bank term debt. 


Interest is comprised of the following: 


2003 2002 
Interest on long-term debt 3,920 5,603 
Interest on bank indebtedness 260 341 
Interest income (585) (776) 
3,595 5,168 
The effective average interest rate on all long-term debt was 5.07% (2002 - 6.32%). 
Required repayments of long-term debt for the next five years and thereafter are as follows: 
2004 2005 2006 2007 2008 Thereafter 
- - 39,000 - - 31,200 
10. Provision for income taxes: 
2003 2002 
Current 15,534 20,160 
Future 6,275 4,317 
Total provision for income taxes 21,809 24,477 
Canadian federal and provincial income tax rate 38.4 % 40.3 % 
Canadian manufacturing and processing deduction (1.9) (4.0) 
Combined Canadian tax rates 36.5 36.3 
United States income taxed at higher than combined Canadian tax rates 0.3 0.2 
Permanent differences and other 0.1 (1.4) 
Effective income tax rate 36.9 % Ome 
Temporary differences that give rise to future income tax assets and liabilities are as follows: 
2003 2002 
Future income tax assets: 
Reserves and accrued liabilities 2,992 4,087 
Future income tax liabilities: 
Plant and equipment 31,336 27,062 
Accrued pension asset 1,052 1,912 
Long-term debt 1,032 - 
Postretirement benefits (605) (1,201) 
Intangible assets and goodwill (866) (677) 
Other (16) (15) 
31,933 27,081 


N 


11. Employee benefit plans: 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


The following presents the financial position of the Company’s defined benefit pension plans and other postretirement benefits, 
including the supplementary income plan: 


Defined Benefit Other 

Pension Plans Postretirement Benefits 

2003 2002 2003 2002 
Change in benefit obligation 
Benefit obligation, beginning of year 33,088 28,921 5,374 4,845 
Current service cost 1,670 1,543 225 165 
Interest cost 2,071 1,994 393 331 
Actuarial loss 446 1,549 465 155 
Plan amendment - prior service ° - (491) - 
Benefits paid (963) (856) (89) (110) 
Foreign exchange (2,684) (63) (393) (12) 
Benefit obligation, endofyeart—“‘ WO!*#!~!~!C«( i828!) 88088) (48K 87K 
Change in plan assets 
Fair value of plan assets, beginning of year 28,512 32,300 - - 
Actual return on plan assets 4,082 (3,129) - - 
Employer contributions 929 242 1,643 110 
Asset transfer (577) - 577 - 
Benefits paid (963) (856) (89) (110) 
Foreign exchange (1,779) (80) : ; 
Fair value of plan assets, end of year 30,204 28,512 2,131 - 
Funded status 
Plan assets less than benefit obligation (4,367) (5,644) (3,353) (5,374) 
Plan assets greater than benefit obligation 943 1,068 - - 
Net plan assets less than benefit obligation (3,424) (4,576) (3,353) (5,374) 
Unrecognized net transition amount (2,110) (2,625) - - 
Unrecognized prior service cost 85 121 1,528 1,662 
Unamortized actuarial loss 8,437 11,296 663 360 
Accrued pension asset (postretirement benefits liability) 2,988 4,216 (1,162) (3,352) 
Amounts recognized in the consolidated balance sheet 
Accrued pension asset 4,399 5,455 - - 
Less: Accrued benefit liability (1,411) (1,239) (1,162) (3,352) 
Accrued pension asset (postretirement benefits liability) 2,988 4,216 (1,162) (3,352) 
Benefit plans with fair value of plan assets less than benefit obligation 
Fair value of plan assets 12,888 12,417 2,131 
Benefit obligation (17,255) (18,061) (5,484) (5,374) 
Plan assets less than benefit obligation, end of year (4,367) (5,644) (3,353) (5,374) 
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12) 


il); 


The following presents the pension expense of the Company's defined benefit pension plans and other postretirement benefits, 
including the supplementary income plan: 


Defined Benefit Other 
Pension Plans Postretirement Benefits 
2003 2002 2003 2002 
Net benefit plan expense (income) 
Current service cost 1,670 1,543 225 165 
Interest cost 2,071 1,994 393 331 
Expected return on plan assets (2,136) (2,498) - - 
Amortization of: 
Net transition amount (263) (266) - - 
Prior service cost 15 17 (319) 606 
Actuarial loss 444 206 47 - 
i ES EES ESS EE eee 
Net benefit plan expense 1,798 996 346 1,102 


Lee ee eee eee 


The following significant weighted average actuarial assumptions were used in calculating the pension expense and funded status 
of the benefit plans: 


Lae eee a ee eee 


2003 2002 2003 2002 
Discount rate 6.4% 6.5% 6.4% 6.5% 
Expected return on plan assets 7.8% 8.2% - - 
Rate of compensation increases 4.2% 4.2% - - 


Defined Contribution Pension Plans 

In the United States, the Company maintains two savings retirement plans (401(k) Plans) for certain employees. In Canada, the 
Company maintains four defined contribution plans for certain employees. The Company has recorded an expense of $2,101 (2002 - 
$1,553) for these plans. 


Share capital: 


Authorized: Issued and fully paid: 
Unlimited voting common shares 6,500,000 voting common shares 


The Company has no stock option plans in place. 


Financial instruments: 


The Company has entered into an interest rate swap agreement in order to fix interest rates on a portion of long-term debt. The 
interest rate swap agreement entitles the Company to receive interest at floating rates and pay interest at a fixed rate. As at 
December 31, 2003 the Company had a U.S. dollar denominated swap agreement of $5,000 U.S. (2002 — $5,000 U.S.) with a fixed 
rate of 7.52% (2002 — 7.52%) maturing in August 2005. The agreement is settled quarterly. 


The Company may use a combination of foreign currency forward and option (floor and cap) contracts to sell certain future net cash 
inflows of U.S. dollars in exchange for Canadian dollars. The unrealized gains and losses on these contracts are deferred until 
recognized in net earnings on their maturity date. As at December 31, 2003 the Company had no outstanding commitments to sell 
forward U.S. dollars. 
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Credit risk associated with these derivative financial instruments arises from the possibility that counterparties may default on their 
obligations. The Company minimizes this risk by entering into the agreements and contracts with a major Canadian chartered bank. 
The carrying value of long-term bank debt approximates its fair value. At December 31, 2003 and 2002, the interest rate swap 
agreement had an unrealized loss of $455 U.S. (2002 — $655 U.S.) representing the fair value of the swap, and the $30,000 U.S. 
senior unsecured notes had a fair value of $32,538 U.S. (2002 - $32,870 U.S.). 


14. Segmented information: 


The Company operates in one reportable segment being the manufacture and sale of packaging materials. The Company operates 
principally in Canada and the United States. 


The following summary presents key information by geographic segment: 


United States Canada Other Total 
2003 2002 2003 2002 2003 2002 2003 2002 
Sales 385,039 380,517 114,103 96,718 14,144 13,832 513,286 491,067 
Property, plant and equipment 72,197 72,744 = 138,655 138,990 - - 210,852 211,734 
Intangible assets 18,297 25,470 - - - 18,297 25,470 


Goodwill 11,030 13,407 9,186 9,186 : - 20,216 27003 


15. Commitments and guarantees: 
Commitments: 


The Company has commitments, including irrevocable standby letters of credit, of $17,163 (2002 - $11,642) with respect to an 
expansion in progress and equipment purchases. 


The Company rents premises and equipment under operating leases that expire at various dates up to April 2010. The aggregate 
minimum rentals payable for these leases are as follows: 


2004 2,812 
2005 2,424 
2006 1,260 
2007 1,095 
2008 763 
Thereafter 1,003 

9,357 

Guarantees: 


Directors and officers: 

The Company and its subsidiaries have entered into indemnification agreements with their respective directors and officers to 
indemnify them, to the extent permitted by law, against any and all amounts paid in settlement and damages incurred by the directors 
and officers as a result of any lawsuit, or any judicial, administrative or investigative proceeding involving the directors and officers. 
Indemnification claims will be subject to any statutory or other legal limitation period. The Company has purchased directors and 
officers liability insurance to mitigate losses from any such claims. 
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16. 
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Leased real property: 
The Company and its subsidiaries enter into operating leases in the ordinary course of business for real property. In certain instances, 
the Company and its subsidiaries have indemnified the landlord from any obligations that may arise from any occurrences of personal 
bodily injury, loss of life and property damages. The Company's overall property and liability insurance coverage will mitigate losses 
from any such claims. 


Pension plan: 

The Company has indemnified the Manitoba Pension Commission from any and all claims, which may be made by any beneficiary 
under a certain defined benefit pension plan. The indemnity relates to the transfer of a portion of the surplus in the respective pension 
plan to a non-contributory supplementary income plan. 


Given the nature of the aforementioned indemnification agreements, the Company is unable to reasonably estimate its maximum 
potential liability under these agreements. The Company believes the likelihood of a material payment pursuant to these 
indemnification agreements is remote. No amounts have been recorded in the consolidated financial statements with respect to these 
indemnification agreements. 


Related party transactions: 


The Company had sales of $220 (2002 - $16) and purchases of $927 (2002 - $865) with its majority shareholder company. Accounts 
payable include amounts of $878 (2002 - $141) with the majority shareholder company. These transactions were made at market 
values with normal payment terms. 


Contingencies: 


Income tax: 

In 2000, the Company received income tax reassessments from Canada Customs and Revenue Agency (CCRA) covering the fiscal 
years 1992 to 1994. These assessments were a result of CCRA challenging certain of the transfer pricing methodologies used by the 
Company. In 2000, the Company filed Notices of Objection and in 2001 the matter was filed at “Competent Authority” comprised of 
representatives of the CCRA and the Internal Revenue Service of the United States. In 2000, the Company paid the reassessments 
in the amount of $7,059 including interest of $3,570. Pending the resolution of the Notices of Objection and the Competent Authority 
process, this amount has been included as a recoverable item on the consolidated balance sheet. 


Subsequent to December 31, 2003, the Competent Authority reached a determination regarding the matter, and both countries are 
expected to issue reassessments in accordance with their agreement. Management anticipates no impact upon net earnings as a 
result of this determination. 

Legal matters: 

In the normal course of business activities the Company is subject to various legal actions. Management contests these actions and 
believes that their resolution will not have a material adverse effect on the Company's financial condition. 


Comparative amounts: 


Certain comparative amounts have been reclassified to conform to the current year’s presentation. 
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Annual Meeting 
The Annual Meeting of Shareholders will be held on Monday, April 19, 2004 at 4:30 p.m. 
at The Fort Garry Hotel, 222 Broadway, Winnipeg, Canada 


Listing 
Winpak Ltd. shares are listed WPK on the Toronto Stock Exchange 


Transfer Agent 
Computershare Trust Company of Canada 


Annual Information Form 
The most recent version of the Annual Information Form for Winpak Ltd. 
is available by contacting Winpak’s Corporate Office, 100 Saulteaux Crescent, 
Winnipeg, Canada R3J 3T3 


Board of Directors 
Chairman, A. Aarnio-Wihuri (2) (3), Helsinki, Finland; Chairman, Wihuri Oy 
Vice Chairman, J. Leppanen (2) (3), Helsinki, Finland 
J.R. Lavery, Winnipeg, Canada 
E.A. Mercier (1), Toronto, Canada 
M.J. Mustaniemi (1) (2) (3), Helsinki, Finland; President and Chief Executive Officer, Wihuri Oy 
J.S. Pollard (1) (3), Winnipeg, Canada; Co-Chief Executive Officer, Pollard Banknote Limited 
E.R. Yarnell (2) (3), Winnipeg, Canada; Lawyer, Fillmore Riley LLP 
(1) Member of the Audit Committee 
(2) Member of the Compensation Committee 
(3) Member of Corporate Governance and Nominating Committee 


Executive Committee 

The Executive Committee, in consultation with the Board of Directors, establishes the objectives and the long-term 
direction of the Company. The Committee meets regularly throughout the year to review progress towards 
achievement of the Company's goals and to implement policies and procedures directed at optimizing 
performance. 


B.J. Berry, President and Chief Executive Officer, Winpak Ltd. 

K.M. Byers, President, Winpak Films Inc. 

B.G. Heiser, President, Winpak Lane, Inc. 

T.D. Herlihy, President, Winpak Portion Packaging, Inc. 

D.A. Johns, President, Winpak Division, a division of Winpak Ltd. 

T.L. Johnson, Vice President and General Manager, Winpak Heat Seal Packaging Inc. 
M.G. Johnston, Vice President and Chief Financial Officer, Winpak Ltd. 

R.L. Lapezynski, President, Winpak Technologies Inc. 

N.L. Rozek, Vice President, Technology, Winpak Ltd. 


Auditors 
PricewaterhouseCoopers LLP, Winnipeg, Canada 


Legal Counsel 
Thompson Dorfman Sweatman, Winnipeg, Canada 
Jones, Day, Reavis & Pogue, Atlanta, U.S.A. 


PACKAGING SOLUTIONS 


WINPAK LTD. Corporate Office, 100 Saulteaux Crescent, Winnipeg, MB, Canada R3J 313 T: (204) 889-1015 F: (204) 888-7806 


Winpak Group 


Winpak Division, 

a division of Winpak Ltd. 
100 Saulteaux Crescent 
Winnipeg, MB 

Canada R3J 313 

T: (204) 889-1015 

F: (204) 832-7781 


Winpak Inc. 

PO. Box 14748 
Minneapolis, MN 
U.S.A. 55414 

T: (204) 889-1015 
F: (204) 832-7781 


Winpak Lane, Inc. 

998 S. Sierra Way 

San Bernardino, CA 
U.S.A. 92408 

T: (909) 885-0715 
F: (909) 381-1934 


Winpak Portion Packaging Ltd. 
26 Tidemore Avenue 

Toronto, ON 

Canada M9W 7A7 

T: (416) 741-6182 

F: (416) 741-2918 


WIHURI OY, Head Office, Wihurinaukio 2, FIN-00570 Helsinki, Finland T: +3589 415 815 F: +358 9 684 8918 


Wipak Group 


Wihuri Oy Wipak 
Wipaktie 2, POB 45 
FIN-15561 Nastola 
Finland 

T: +358 3 468 311 
F: +358 3 468 3300 


Wipak B.V. 
Nieuwstadterweg 17 
NL-6136 KN Sittard 
Netherlands 

T: +31 46 420 2999 
F: +31 46 458 1311 
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www.winpak.com 


American Biaxis Inc. 
100 Saulteaux Crescent 
Winnipeg, MB 

Canada R3J 313 

T: (204) 837-0650 

F: (204) 837-0659 
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WINPAK 


Winpak Portion Packaging, Inc. 
One Summit Square, Suite 200 
Rt. 413 & Doublewoods Road 
Langhorne, PA 

U.S.A. 19047-1084 

T: (267) 685-8200 

F: (267) 685-8243 


Winpak Portion Packaging, Inc. 
3345 Butler Avenue 

South Chicago Heights, IL 
U.S.A. 60411-5590 

T: (708) 755-4483 

F: (708) 755-7257 


QUAKER | 


Fas Wh le 


Chocolate 


Winpak Films Inc. 
219 Andrews Parkway 
Senoia, GA 

U.S.A. 30276-9703 
T: (770) 599-6656 

F: (770) 599-8387 


Winpak Technologies Inc. 
85 Laird Drive 

Toronto, ON 

Canada M4G 3T8 

T: (416) 421-1700 

F: (416) 421-7957 
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Winpak Heat Seal Packaging Inc. 
21919 Dumberry Road 
Vaudreuil-Dorion, QC 

Canada J7V 8P7 

T: (450) 424-0191 

F: (450) 424-0563 


Winpak Heat Seal Corporation 
1001 S.W. Washington Street 
Peoria, IL 

U.S.A. 61602 

T: (809) 680-6600 

F: (309) 637-5437 


www.wihuri.com 


Wipak Walsrode GmbH & Co. KG 
PO. Box 1661 

D-29656 Walsrode 

Germany 

T: +49 5161 443 903 

F: +49 5161 441 43903 


Wipak UK Ltd. 

Unit 3, Buttington Business Park 
Welshpool, Powys SY21 8SL 
Great Britain 

T: +44 1938 555 255 

F: +44 1938 555 277 


Wipak Gryspeert S.A. 
B.P 6, Zone des Bois 
F-59166 Bousbecque 
France 

T: +33 320 115 656 
F: +33 320 115 670 
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Walothen GmbH 

PO. Box 1501 
D-29655 Walsrode 
Germany 

T: +49 5161 443 006 
F: +49 5161 443 800 


Biaxis Oy Ltd. 
Teknikonkatu 2 
FIN-15520 Lahti 
Finland 

T: +358 3 468 312 
F: +358 3 468 3700 
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